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SUB J : WORLD BANK ATTITUDE ON INDIAN DEBT RESCHEDULING 

1. WE HAVE BEEN TALKING TO THE WORLD BANK PEOPLE HERE IN DELHI 
ABOUT WHAT THE BANK IS THINKING AND DOING ABOUT THE NEXT 
ROUND OF INDIAN DEBT RESCHEDULING. 

2. WE HAVE LEARNED THAT THE BANK IS CURRENTLY WORKING ON A 
PAPER ON DEBT RESCHEDULING FOR THE FIFTH PLAN PERIOD. THIS 
PAPER IS EXPECTED TO BE CIRCULATED TO CONSORTIUM DONORS IN THE 
LATTER HALF OF FEBRUARY. THE BANK IS THINKING OF HOLDING A 
PRELIMINARY MEETING IN EARLY APRIL TO DISCUSS THE PAPER. 

A SECOND WORKING GROUP MEETING WILL BE HELD IN MAY IF IT IS 
CONSIDERED NECESSARY. FINAL CONSIDERATION OF THE BANK'S PROPOSAL 
WILL TAKE PLACE AT THE REGULAR MEETING OF THE INDIAN CONSORTIUM 
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WHICH IS SCHEDULED TO TAKE PLACE JUNE 12-14. 
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3. ALTHOUGH IT IS TOO EARLY TO SAY WHAT THE BANK WILL PROPOSE, 
DISCUSSIONS WITH BANK PERSONNEL HERE IN DELHI INDICATE THAT 

THE BANK WILL PROPOSE A MULTI-YEAR DEBT RESCHEDULING TO COINCIDE 
WITH THE FIFTH PLAN PERIOD. EACH CONSORTIUM COUNTRY WILL BE 
ASKED TO RESCHEDULE A FIXED PERCENTAGE OF THE DEBT SERVICE 
DUE TO IT DURING EACH INDIAN FISCAL YEAR. THE PERCENTAGE 
RESCHEDULED WILL BE THE SAME FOR ALL COUNTRIES AND WILL NOT 
TAKE INTO CONSIDERATION ANY SOFTNESS OR HARDNESS OF PAST 
LENDING TERMS. THE BANK IS THINKING OF ASKING CREDITORS TO 
RESCHEDULE AT LEAST 50 PERCENT OF THE SERVICE DUE AND MAY 
EVEN SUGGEST A HIGHER PERCENTAGE IN VIEW OF THE CURRENT 
PETROLEUM CRISIS. THE BANK WILL UNDOUBTEDLY SUGGEST THAT 
CONSORTIUM MEMBERS GO ALONG WITH A RESCHEDULING WHETHER OR NOT 
NON-CONSORTIUM MEMBERS PARTICIPATE. FROM WHAT WE CAN GATHER 
HERE, THE BANK IS ALSO NOT LIKELY TO REVERSE ITS LONG STANDING 
POSITION AGAINST PARTICIPATING IN THE RESCHEDULING ITSELF. 

4. AS EXPECTED, THESE POSITIONS ARE AT VARIANCE WITH UNITED 
STATES POLICY AS IT HAS DEVELOPED, AND ARE ALSO SOFTER THAN 
SOME OTHER CONSORTIUM COUNTRIES ARE LIKELY TO ACCEPT. OUR 
COLLEAGUES IN OTHER CONSORTIUM COUNTRY EMBASSIES IN HIGH 
COMMISSIONS SUGGEST TO US THAT NOT ALL OF THE BANK'S IDEAS 
ARE UNIVERSALLY SHARED. IN PARTICULAR, OUR COLLEAGUES DO NOT 
EXPECT FIVE YEAR RESCHEDULING TO BE ACCEPTABLE TO THE CONSORTIUM. 
SCHNEIDER 
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